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ENGLAND RETURNS TO CAPITALISM 





NNOUNCEMENT on August 29 of a $400,- 

000,000 one-year credit to the British Treas- 
ury by French and American bankers—the latter 
headed by J. P. Morgan and Company—empha- 
sized the fundamentally economic character of the 
crisis in England which had resulted in the 
resignation of the Labour Cabinet on August 24 
and the reversion to war precedent in the attempt 
to form a coalition government representative of 
all parties. The immediate cause for the start- 
ling shift in England’s cabinet was the precarious 
international position of the pound sterling. Al- 
though the actual outflow of gold which had 
drained in excess of $150,000,000 from the gold 
stocks of the Bank of England between July 15 
and 30 had been halted by August 1,* the strain 
on the resources of the Bank continued. This 
became apparent when on August 24 it was re- 
vealed that the quarter billion credit secured 
from the Bank of France and the Federal Reserve 
Bank of New York on August 1 had been nearly 
exhausted. The critical international position of 
England is due in part to the fact that its credits 
to such countries as Germany, Austria and Hun- 
gary have become “frozen,” while British in- 
dustry has become dependent upon short-term 
credits from France and the United States. 
When foreign bankers became concerned over 
the prospect of another budget deficit, and the 
continuance of unemployment, they began to re- 
call their credits and it became necessary for 
England to export gold. 


Apprehension over British finances was brought 
to a head when the May Committee on July 31 re- 
ported a probable budget deficit of $600,000,000 
unless extensive economies were achieved or 
fresh taxation were imposed. Subsequent esti- 
mates have raised this figure to $900,000,000. 
This is due largely to decreased revenue, prin- 
cipally shrinkage in income tax receipts, and to 


————_—- 


*Cf. “England Checks the Gold Outflow,” F. P. A. News Bulletin, 
Vol. X, No. 40, August 7, 1931. 





increased expenditure, principally on unemploy- 
rent benefits; on August 24 the unemployed 
register stood at 2,733,782—a new high record. 

Faced with this situation the Labour Cabinet 
held daily meetings beginning on August 17, and 
called into consultation leaders of both opposition 
parties. In the end, however, the Cabinet was 
unable to agree on a proposal of the Prime Min- 
ister—based on the recommendations of both the 
May Committee and a Royal Commission on Un- 
employment Insurance, which had issued an in- 
terim report in mid-June—that a 10 per cent re- 
duction be made in unemployment benefits. In 
this impasse, the Cabinet presented its resigna- 
tion to the King, who had interrupted a vacation 
because of the seriousness of the situation. Ignor- 
ing customary procedure, which would have been 
to ask Mr. Stanley Baldwin, leader of the Con- 
servatives, to form a cabinet, the King requested 
Mr. MacDonald to seek a government of all 
parties such as had been created during the World 
War. 

On the next day Mr. MacDonald succeeded in 
forming a Cabinet comprising four former mem- 
bers of his Labour régime, four Conservatives 
and two Liberals. But it soon became clear that 
he and his loyal followers were not to be allowed 
to serve as representatives of the Labour party. 
Because of the need for prompt action the new 
Cabinet has been limited to ten members; be- 
sides Mr. MacDonald, Philip Snowden, J. H. 
Thomas and Lord Sankey are the only former 
Labourites included. The Conservatives are rep- 
resented by Stanley Baldwin, Sir Samuel Hoare, 
Neville Chamberlain and Sir Philip Cunliffe-Lis- 
ter, while in the absence of David Lloyd George, 
Sir Herbert Samuel and Lord Reading are the 
Liberal members. The Liberal and Conservative 
press have hailed the action of Mr. MacDonald as 
courageous and the party organizations have ac- 
cepted the general program of the government, 
but each is to retain its identity and to be free 
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to offer its own program when a general election 
is called. 


The Labour party, meanwhile, has repudiated 
Mr. MacDonald and those who remained loyal to 
him, has elected Arthur Henderson its leader, and 
has declared that it will constitute the official Op- 
position in a forthcoming special session of Par- 
liament which may be called as early as Sep- 
tember 8. In a manifesto of August 27 the party 
executive and the Trades Union Congress, most 
important backer of the party, question the 
seriousness of the crisis and denounce the gov- 
ernment for being 

“determined to attack the standard of living of the 

workers . . . to meet a situation caused by the policy 

pursued by private banking interests, in the control 
of which the public has no part.” This policy the gov- 
ernment follows, it declares, “because the financial 
interests have decided the country is setting a bad 


example .... in taxing the rich to provide necessities 
for the poor.” 


In particular the “equality of sacrifice” proposal 
of the government is attacked, the manifesto de- 
claring: 

“If the will were present we could overcome the im- 
mediate difficulty by mobilizing the country’s foreign 
investments [estimated to total $20,000,000,000], by 
the temporary suspension of the sinking fund, by tax- 
ing fixed-interest-bearing securities and other unearned 


income .... and by measures designed to reduce the 
burden of the war debts.” 


Many members of the Labour party regard 
Mr. MacDonald’s action in forming a National 
Government not as a service to the country, but 
as a desertion to the ranks of capitalism. They 
contend that since taking office Mr. MacDonald 
has done nothing to bring about “socialism in our 
time ;” nor has he paid any attention to the recent 
recommendations of the Macmillan Committee in 
favor of a policy of controlled inflation as a way 
out of present difficulties. It seems that Mr. 
MacDonald’s action is having the unexpected re- 
sult of driving the Labour party away from a 
policy of compromise. 

The program of the new cabinet has not been 
announced in detail as yet, but it seems certain 
that a 10 per cent reduction in unemployment 
benefits will be sought. Mr. MacDonald, in a 
speech defending his action in heading the new 
government, emphasized that the fall of the cost 
of living will leave unemployment benefits 
slightly above the 1929 level of purchasing power 
even after the proposed reduction. 

Meanwhile, estimates of the life of the present 
Ministry range from six weeks to six months, 
with a general election of exceptional bitterness 
certain to follow. Because of the strong stand 
of the Labour party against cuts in the social 
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services and its remarkable unity in the present 
crisis, it appears most probable that the funda- 
mental issue in the election, when it comes, will 
be socialism versus capitalism. The forthcoming 
session of Parliament should clarify these issues 
and should indicate more definitely than is now 
possible what will be the specific points on which 
the election will be fought. 


WILBUR L. WILLIAMS 


Miss MacCallum Resigns 


It is with regret that we announce the resigna- 
tion of Miss Elizabeth P. MacCallum. Since 
joining the research staff six years ago, she has 
established herself as a leading authority on the 
Near East through her numerous reports and her 
book, The Nationalist Crusade in Syria. She 
also has been friend and counsellor to dozens of 
temporary sojourners in New York from that 
part of the Mediterranean world which held such 
a fascination for her. Miss MacCallum is re- 
turning to her native heath in Canada there to 
devote her time to writing on Canadian literary 
and historical subjects. She wili be greatly 
missed here, not only as a scholar but as an 
individual. 





Mr. Maxwell S. Stewart has joined the research 
staff, and will follow economic and financial sub- 
jects. Mr. Stewart, who holds a Master’s degree 
from Columbia, has recently returned to this 
country after spending seven years as a journal- 
ist and educator in China and Russia. 
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